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25X1X6 foliowlas report was prepared | the request of a commities E 
capresentins nine large american firms in Shanghei. This committee was [ 

formed to study the subject of living ellowsnces given the foreign staffs F 

of these companies ana toa recommend posaible further compensation te meet E 

the inereaesed cost of Living. E 

in order to meet an argent need tor o basis for formulating company policy  & 

t to extra sompensations to forsign starr’ to meet the rising cost E 

recourse is mede to certain statistics: series of known reliabil~ E 

these en analogy is drawn which it is hoped will be generally : 3 


at is 
t to the problem of adjusting the E.Cole allowance of U.S. Dollar E 
vise employees. A minimum basic allowance ia ceveloped from which 
s may evolve their allowance system for hirher salaried emplovses. é 
vomperative price sts of soods and services commonly used by Amerioans- E 

: 


c} 


iis 
wnieh tend to suppors the genernl presentation are apnended. 


en Looai ateff smployess nave been placed in a relatively better position to 
mest the increasing cost of living than have the forsirn staff.ags a result 7 

of the Siwnghai Huniecipal Goverrment's monthly Index of the Coat E 

. of Chinese wurkere ag an adjusting factor in computing the selaries E 
Lstaff, aud ceeauss of their Ingurrontdemands fer increases in basic E 
du contrast wich the situation before the war, many cf the looal staff 


Cray 


fo Loca, staftf selaries form a much larzer proportion of cpyer= E 


f than before the war. This is partially because of the fact E 
nau compensation to the Local aterf has followed @ coxt of living index, = of 


vo Poreicn staff hes been tied te an artificially fixed exchange 


be a Dec. 2945 to November 30 1OL6 the S.M.G, Chinese Workers Cost of Live 
if Ludex, which is used as a fxeter to adjuat Chinese salaries, has in- F 

asad OG. During che seme period tho Central Bank of Chine's Index of F 
“holesale Prices has increased 02%. During this time, the rate of exchanze i 
itaking fireh the open market rate of CHCG1,000 sc US$2 in Desember 1945 ana E 

i Gantral Bank rate as from Merch 1.) hes increased 235%, while the pur- F 
winging power of the uw} (based on 1937 as US$1) has gone down from US$ 2li)5 / 

+a Desenmber 1945 to US20.181 in Nowember 1945: These changes are shown in 4 
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TABLE Jide Fy Goat of Vised 


oY Gola sezd 


Consolidated Vices ia Shanghai 
sade:s : A Petes 
; 
SNCS US Pi 
L346 100. 
1940 278 6 
19h. 308 5 
September 190)5 21,2512 S okt 
Oatober | 35,589. 39.51; 
November , 96,613 5 80.53 
December 101,.566.. Je 055 
January 19l,6 135,735 81077 
February 282, Lai. 87 059 
Mareh 270,092 6 144 ofS 
April 75,9550 a 3 
May » 298,115. 17.58 
June 439, 124 4 165 oli : 
July _ 373,788. 185 ol; 
August $90,988 5 116 hb: 
30 ptember 137,401. 140.57 
Ootober 7B ils Whe 82 
November 500,063 > WG 027 


These figures indicate thet the US$ cash of a Sixes emount of geoods ard saryvioes 


increased by 105.7% frar December 1945 to Kovenber i9L6, reached the highest peas 


in July 1946, receded somewhat with the shenese in the exshengze rave in Aurust 
and resumed the vpward trend in the nonths fPollowins. 


1t is thus evident that the purchasing vower cf UE salaries had depreciated by 
31% in November 19L6 as compared with 1956; or by about 9O% as conpared with 
i941, As shown in a previous teLle, some american companies had made an attempt 
ta meet this situation by various systems of spacial allowences, but these 

tended to be too rigid in visw of tha depreciating pure ia ing power of the OS$, 
hese systems were uns& isfactoxy from the standpoint of both the foreign staff's 
and the companies concerned, because (1) they were inadequuses to covar the actual 
inereases in living oe and (2} financial worries were thus created ir the 
ainds of the foreizn steff which tended to affeet their work. 


To meet these objections, it ia proposed thut in addition to supplying quarters 
or ,ental allowances ang heating, # basie livings allowance be established which 
wiid be variable, upward or downward, with the averscs cost of Living of American 
Tamilies in the lower selary groups. The cbject of this system will be to enable 
the average foreign steif enployee to cover his normal exvenses for food and 
ordinary misesilanvous items end yet save as much af his income as before the 
ware this proposal is sugested by the facts (1) shat the everace foreign 
emplyes in Shangha! before the war spent slightly more than 60% of his cons ump- 
tion expenditure on food and miseellaneour items (22..8% for food ineluding 
beverases and 1, .5% for miscellaneous items includ/ng everyshin: other than food, 
housing and clothing); and (2) that sche averazse foreigner's expenditure on Pood 
alone in November 1916 emounted to as much as 1@L% of his entire prewar consump 
tion expenditure. 


To illustrate the basic consicerations of this plan, the atuached table (Table L¥) 


of expenditures is taken from a study of the consunupbion expenditures of 27 

representative American families made by the industrial & Social Divisiox of 
the Shanghai Municipal Council over a period ef 16 months from October L949 to 
Janugry 1941. The 1939-0 Cigures are based on deteiled accounts submittad by 
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the 2] femilies and averaged for the period. The 196 fizures are derived by 
multipying the first figures by the differential between the corresponding SHG"s 


indices of the Cost of Living of Vestern Foreign Salaried unployees Tor GLO and 
Novemver- 1946. 


SABLE IY. 
Gonversion : 
2. US 1939-0. Factor hovember 191.6 | 
@ 10 ChC$ CNG g 

FOOD 21.8, 0.72 407 082 190L, 775 5 BiB 556 
HeusrinG 6,01 L8bby L.6b, 86 1011 hoo, 195 - am LLG 
& TAXES * 
ULOTHING 10.61, 19.85 196.16 374 126. 
mescem b1.52 77 2h0 Ti99 ALT. 2 aan 

{OO., US$1G6 .h6C NE 1861; .53 Average (O30 


er eee 
bei AROCEE ST 


SURPLUS 17.5 "10.23." 402.3) | 1800 
WESC’ IC P2266 87 


*» Yneludes: Rent, Municipal rates, Light and fuel, water, upkeep and repairs 
x Jnpoludes: Medical (Doctors’ and hospital fees), Insurance, Contributicans and 
Club dues, education, tobacco, wages to servants, local traveling 
expenses, amusement, 8606 
xa* USé Rentals in Shanghai are usually paid in CNC at the of ficial rate of 
3450 or in US$ notes. 


Although the basic consumption expenditures for 1949-0 here presented were 

for an evarace femily of 3.5 persons, the average total income wag Lowar than 
the averare of the lower-sal:ried foreign employee of the American firms in 
Shanzhai., Moreover, thsre were fewer children in the families of such American 
firma’ employees, and the minimum consumption schedules of smaller fumiliss in 
a higher income group mey, in the absenze of cirecs data, ov taken as appros- 
imately equivalent to She given averaged, especially since families of the 
employees of American firma were amor, the 27 comiributiz te the compilation 
of these basic statistics. The experiense of many people indicates that the 
1949-140 consumption schedule siven here, was, if anything, well below thas of a 
family of two of any Americ»: firm's staff. 


These consumption expenditures, however, do not inciude extraordinary family 
wedieesl care (such as pre-natal and childbirth, or eperations), to costs of 
furniture or repairs for setting up an esteblishemant or transportation gost: 


“for more than average minimum personal use of buses, trams, rickshas, occasional 


taxis or cer maintenence. in these repecsts the averages of the ey Amerioan 
families who were she subject of the SHG's study was admittedly below the atand= 
ard of employees of the myzjor American compun.es o Likewise, clothing expenditures 
of émoric::. fartilies were below the level of any other nutional groups in Shanghai, 
owing to the fact that the Americans covered in the study habitually ‘ought 

their major requirements in the States and oniy purchased necessary replacements 
jn Shanghai. This however, need not affect the conclusions, since that is 

wore than ever the American habit since the war, and no extra ellowence need be 
made on this account. 


jn order for an average lower salaried Americén employee with a family to sub} 
sist at the seme level in 1946 as in 1910, he would have to received @ USE 


income of from 3-1/9 to h<1/% times his 19];0 income. This may in fact only be 
realized by the compeny providing quarters and covering the re:aininy, difference 
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in the empioyee ‘s consumption expenditures with an allowance amounting to 

4& minimum of W$370. (ise0 approximately twics the total pre-war consumption 
elena in the above table}. This PAGuES is derived from the figures in 
Gh ba above table as follows: 


FOOD WS} 155. PREWAR SALARY Ty ce 7 « 
CLOTHING  “ 126. 


ef 


BG o 2 © 


be 


av? NGS 


‘ s 
fhe level of consumption possible in November 1916 with this extra subsidy 
would not be higher than was supported by the average income before the 
war, and no additional seving would be possible without sacrifice. Prox 
vision of leas than this amount would entail dr lag on reserves, or sacrifices. 


With US$570. as the basic swllowance of an average Lower=-saleried employee as of 
November 1916, future ad‘ustments in the allowance may be made for any month 
simply as follows: (1) Ganvert the total ON$ consumotion expenditures in the 
above table by use of the SHG Consolidated Index of the Cost of Living of 
Western Foreign Salaried Knployees (adjusted to 1910 as tuse year); (2) convert 
the resulting GNC$ inte US$ using the month-end open market rate; (3) deduct the 
total L940 US$ income in the above teble; (4) deduct the amount of Housing and 
faxes derived as in the above table, thus obtaining the current monthly 
basic nllowance . 


4s has been recosnized in previous systems of allowances, staff members Living 
under different circumstances have hizher cor lower consumption schedules and 
are therefore entitled to more or less than the basic allowance. If US$ 370. 
is taken as the allowance for a married couple, a staff member living singly 
in a mess where expenses arg shared, would probably ae able te cover his share 
of the excess over prewer costs with an allowance of 4 s the basia allowance. 


4 bachelor in «ivate quarters, according to the customary pattern, would 


no doubt require an allowance of 2/4 the basic amount, while at least the full 
amount would be reasonable for persons living in hetels, where service and 

food churges are at thd mximune Separation allowances of course are not 
eonsidered as covered by loval HCL allowances. Allowances for transportation, 
furniture and medical care, for the reasons mentioned above, are also not 
considered to be co.ered, and the present system of prevision for these except- 
dons may tous be retained. : 


The consumption schedule of American families presented above may be compared 

in total with the postwar expenditures of various members of Company C staff, 
who submittedd:tailed reports for one month for the purposes of this study. The 
effect of applying the basic allowance with the suggested variations as mention= 
ed above to the incomes of this froup will be appreciated at a glance; it tends 
in general to substantiate the practicability of the above susgested allowance 
system. The October 19L6 expenditure, exlusive of transportation, rental and 
medical costs, of various repremtatives of different salary categories living 
in various circumstances were as follows. 


a} Single men= US$ 550. 
resident in company mesa= 
junior salary classificsetion 


b) Harried mene ADRS Gustave usée50. for 
maintaining wife and 1 child in maintenance of family 
UsA~ residents in smell apartment~ in USA) 


junior salary classification 
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Married men- we To 
yeintaining wife in UsAe 
eécident in emsali aperlnen l= 
gemim-senior salery classification ; 
ad) Married men= : (Lid 
maintaining wife and 1 chiid in USAae 
senior salery clessificatica - 
ae) Married mene 1,G79. 
maintaining wife end 1 child in Unhinae 
resident in furnished housee 
sonicr selary vlussification 
f) Merried men= 1, 084. 
maintaining wile in China 
rasigent in suall house=~. 
senior salry clasaifiaction 
gi Married mene 1,097 < 
maintaining wife and 4 children in Chins~ 
resident in fuirly larre house= 
senior salary Class 


a 
erg 


it is suggested thet one haif a basic allowance applied to the Lowest salaried 
men above and a graduated scale plus special allowances fe. transportation end 
uedical allowances for mon in higher salary groups, as outlined above, would 
adjust these incomes to acinus: expense requirements > 


in Table V, attuched, certuin examples are given to illustrate the general price 
level in various catesories oi goods and services, In SOMG GASHS, BcGay imported 
aanned foods, prices ure less in terms of US$ than six months ago, but rises in 
eosts of local products and services have wore than compensated those few de~ 
creases. Wages have advenced especially sharply, while the risks of doing 
business in an inflationary marke’ and the insecurity of property and life. in 
over=-crowded Shanzhai have adacd to the costs of all items. In this conneétion 
insurance rates ere especially sisnificant as affecting the lives and pocket- 
books of ali members of tho commmity. Athletic activities have in some cases 
become prohibitively expensive and they are listed here, not because they are 
generally indulged in, but to conplete the general picture. The average con» 
gumption of these goods and services by the lewest American salury group is 
ineiuded in the “HMiscelleneous” item in the table of Averass Consumption 
Sxpenditures given above, and the prices aa given helow, are merely explanatory 
of the vresent level of prices of goods and services in common Gonsumotion in 
Shanchad o 
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PABLE V: PRICE LIST OF ARTIGLES OF COMMON CONSUMPTION AY ONG AMERICANS IN SHANGHAY 
(CNC$ per Jb. unless otherwise noted) - 


Yezetables Noy 1Gh1 March 19h6 Nove Age 
Garrots O65 100. 7006 
vauliflower 9696 1,2906 6,000. 
White bests 0.30 400, 600. 
Tomatosa 0.97 (00¢ 1,800. 
Celery (native) QoL 700. 1,000 - 
Lettuce ( * } 0242 BOO. 1,500- 
Bests 0059 400. 506- 
Onions Oo15 L500 800. 
Green peas 0.80 B00. 1,000- 
Potatoes (1rish) ol? 200. 500 « 
ntring beans 0458 500. 800. 
Water chestnuts 0445 150. 4,000. 
Benboo shoots 2 oliO 1..1,00 « 2,000. 
Leeks Ool5 . 109. 400. 
Turnips Gol7 4000 500. 
Spinach O61 100. 400 « 
pat, fowl, Lish, epra, oboe 
Bacon B70 1,600.5 5,000. 
Ram, boiled 600) 2,009.6 6,000, 
Pork Leld 1,200.5 L100 
Soupmeat 2070 6006 1,600. 
Galf liver oarhe he 1,400. 5,000. 
Lez of lamb 42h 9004 1,800. 
Lamb chop 3616 8006 1,800. 
Chicken 3 oh 1,600. 3,500. 
Fillet of beef Tofls 2,000.0 3,260, 
Beef steak 1.250 900. 2,000. 
Veal steak 7.00 2,000. 1,,000. 
Clams (each) 2259 500 6 1,200, 
Meudarin Fish 1.89 1,800. 3,000. 
Begs (per doz.) 1.92 1,080. 3,600, 
Lard (untried) 3028 980 o 4,000. 
Peanut oil Lolly 700. 1,600, 
Coffee (Maxwell) 11.22 7571906 4,000. 
Salt 0.84 1,200. 00. 
Suger (native, white) 2629 1,000. 4,000. 
Butter 9.64 5,000. 8,000. 
Evaporated Milk (12 oz.) 5 obiy 1,500. 2,000. 
Klim 41.00 L.,500. 7,000 4 
Bread (white) LelyO L50. 800. 
Flour (wheat) 1219 400. 600. 
Rice 1.2L 225 n. 600. 
Bruits. 
Oranres (Mandarin) 1.69 HOO. 2,000. 
Apples 1.065 1,600. 2,000 - 
Bananes 1.599 700. 1,000 - 
Lemone (each) 1-56 400. 500. 
Megellaneous. 
Lemp bulb (LO watt, ea) 1574 2 1:00. 4,600. 
Kindling (catty) 0.20 306 “100, 
Watches (box) 0.49 1,60. 500, 
CONS) DEPti AL 
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Cookig ag7 ery 

cau teur’s salary 

» BU minutes 
Jveaut 

f 346 ticket 

Men" shirt 

Meal et American Club 
jnner at Pranch Glub 
Dinner at Cathey Hotel 
One double bed {new} 
One chedic couch 

Une pinskweod dask 


¥YeM.C.Ae membership per month 
French Club Tennis season 

* * Swimming ® 
Badmington * 
Maintenance of pony por month 
initiation Fee American Club 

58 " French Club 

Monthly dues American Club 
Menthly duss Franch Glub 


we & 


Mire & Burglary Insurance on 
nouschold effects 
eee ins. Fire Theft & Collision, 
eye for 6 mos. on market valve 
LUS$E500. on lower priced cars, 
eG. Ford) equals 
Public Liability Risk 
GNE1O,000,000. 6 moa. 
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90,006 


5,800 
1,509, 000 
496,000 
350.000 


25X1A2g 


Nove 1906 
200,000 


5s 
1 5200, 600 
1,500,000 


US$ 10. 
CN$LCO, OGO 
110, 000 


Lol /1L0% 
US$130. 
CNGL70, 000 
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